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Compulsory Savings? 


The President has a two months breathing spell 
in which to get agreement among his advisors on a 
new tax program. Indications are that for the first 
time some form of compulsory savings is being seri- 
ously considered. Heretofore Secretary of the Treas- 
ury Morgenthau’s preference for the voluntary bond 
buying campaign has kept the Administration from 
seeking a compulsory program. 


Bond Program too Small First enthusiasm over 

the April War Loan 
Drive faded when the official analysis of the results 
appeared in the Treasury Bulletin. Secretary Mor- 
genthau’s general report to the public indicated suc- 
cess beyond expectation but the later analysis showed 
that the amount of bonds bought by individuals, 
over and above the amount they were normally buy- 
ing, was not impressive. The amount was not 
enough to make much of a dent in excess purchas- 
ing power. The unchecked increase in accumula- 
tion of idle funds—currency and deposits—has 
strengthened the conviction that a compulsory sav- 
ings program is required. 


Taxes Not Enough Fiscal policy must be the 

backbone of any inflation con- 
trol program. Prices cannot be held by direct con- 
trols unless spending power is cut down. Today 
the pressure of the excess spending power against 
prices is too great to be relieved by taxes alone. In- 
come rates can still be increased, corporation and 
excise taxes upped, and new taxes brought into use, 
such as a federal sales tax and a tax on spendings 
or on increased incomes. A large amount of excess 
purchasing power will still remain. If this is not 
taken up by a voluntary bond buying program, it 
must be absorbed by compulsory savings, probably 
in the form of a refundable tax. 


Amount Needed Not Known The $16 billion figure 

usually mentioned as 
the possible goal for a new tax bill is out of date. 
It was first proposed as a goal for new revenue for 


the fiscal year ending June 30, 1944. The pay-as- 
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you-go law will bring in more revenue than was 
expected when the $16 billion estimate was made, 
but no new tax bill can go into effect before January 
1944, only six months before the end of 1944 fiscal 
year. Delay in enacting a sufficiently large tax bill 
probably means that the inflationary gap is bigger 
now than it was when the $16 billion figure was first 
advanced. It is to be hoped that a new goal will be 
announced soon and that both the Congress and the 
Administration will keep it in mind and not be side- 
tracked by disagreements over methods of reach- 
ing it. 


Foreign Policy— 
Who Shall Make It? 


A three way disagreement is developing over the 
respective responsibilities of the House of Represen- 
tatives, the Senate and the President in determining 
the final settlement of the war. It points up the 
difficulties the United States has to overcome in 
dealing with other nations where responsibility for 
foreign policy is fixed and whose representatives can 
speak with final authority. 

The Senate is jealous of its treaty approving power. 
The House, on the other hand, wants to have some 
part in making the peace. The House can share in 
the process only if some of the actions taken by the 
United States are in the form of executive agree- 
ments instead of treaties. Such agreements would 
require appropriations or legislation to put them into 
effect. 


Evidences of Conflict The latest evidence of 

the developing struggle for 
first place in determining the kind of peace the 
United States will make is a suggestion made by 
Senator Vandenberg of Michigan. He has suggested 
that the Senate Committee on Foreign Relations in- 
vestigate the draft agreement now being circulated 
among the United Nations preparatory to the con- 
ference on relief and rehabilitation of occupied coun- 
tries to determine whether it is a treaty and should 
be sent to the Senate for ratification. This is not 
only an attempt to reaffirm the treaty making power 


of the Senate, but also to limit the area within which 
the President can negotiate before consultation with 
the Senate. 

This action by Senator Vandenberg leads to ques- 
tions about the meaning of the phrase “due consti- 
tutional process” in the Vandenberg-White resolu- 
tion advocating United States participation in post- 
wat international cooperation. Does it mean that all 
the agreements that will have to be made at the 
end of the war must be in the form of treaties, sub- 
ject to veto by a small minority of the Senate? 

The controversy over jurisdiction was first raised 
in the debate on renewal of the Lend-Lease Act. 
Master lend-lease agreements which outline the prin- 
ciples that will apply in making the final settlements 
for lend-lease aid have been signed by the United 
States. The House Committee on Foreign Affairs 
expressed approval of these agreements. The Sen- 
ate Committee not only expressed disapproval of cer- 
tain sections of the agreements but indicated that no 
final settlement could be made without the formal 
approval of the Senate. 


Treaties vs. Executive Agreements ‘Treaties are 


not the only 
constitutional way in which the United States deals 
with other countries. Executive agreements have 
actually been used more frequently than treaties. 
For instance, Texas was annexed by joint resolu- 
tion of the Congress after the Senate had turned 
down a treaty. The United States joined the Inter- 
national Labor Office by such a joint resolution. A 
joint resolution requires only a majority vote of the 
House and Senate instead of a two-thirds vote by the 
Senate alone. 


New Subsidy Plan Likely 


The administration will probably try subsidies in 
a new form to avoid another fight with Congress on 
the rollback plan, but subsidies in any form will 
meet opposition. 

Farmers want higher prices. They may again 
seek in the Congress support of plans to raise prices 
of farm products and resistance to efforts to keep 
them down. Objections to subsidies will also come 
from those who fear the rise of subsidies without 
other necessary inflation controls, such as a large 
tax program to drain off excess purchasing power. 

There are indications that the Administration may 
now try merely to hold prices at the present level, 
not roll them back. The Administration might 
“hold the line” by purchasing commodities from 
producers, and reselling to processors at a price low 
enough to hold retail prices at the present level. 

This plan might be more acceptable to proces- 
sors than the present rollback subsidy. They would 
not risk a loss through failure to qualify for the sub- 
sidy payments. 3 


Under the rollback plan and the responsibility for 
prices paid producers would be shifted to the Gov- 
ernment. Farmers may object less to this type of 
subsidy because they would be certain of a price and 
would not be dependent upon the processor to pass 
the subsidy on to them. 3 

Such a Government purchase program might re- 
sult in higher prices for farmers. It might be used 
for further control of the producer, a result which 


he fears. Unless it is used selectively it could be ex- 


tremely expensive. If it is used on a selective basis 
it would be difficult to administer and would lead to 
opportunity for discrimination and certainly to 
charges of discrimination. 

The Administration is still hoping to be able to use 
subsidies in its efforts to hold the line, but is looking 
around for a program which will arouse the least 
opposition from Congress. So far WLB has been 
able to hold to the “Little Steel” formula for con- 
trolling wages, but some modification can be ex- 
pected in the formula if the cost of living index con- 
tinues to rise at the rate it has in the last few months. 


Patronage Move 
Defeated by Close Vote 


The close vote by which the House refused to agree 
to a Senate confirmation rider to the big war agencies 
appropriation bill indicates the growing Congres- 
sional sentiment in favor of patronage or, as it is 
more often described, “Congressional control of 
Administration appointments.” 

The Senate approved a rider requiring Senate ap- 
proval of all persons receiving more than $4500 salary 
in the agencies for which money was appropriated 
in this bill. No person receiving that sum could 
have been paid, and no new person appointed, until 
the Senate approved. The House conferees refused 
to accept the Senate amendment, and took it back 
several times to the House for a vote. On one of 
these roll calls the House refused to agree to the 
amendment by a margin of only two votes. Finally 
the Senate yielded, and the rider was thrown out. 

Normally, one would expect the minority party 
to oppose such moves since it means jobs for the 
majority party. In this instance, the close vote was 
due to the large number of Republicans who voted 
to agree to the Senate proposal. Disapproval of 
Executive appointments was one motivating factor; 
another was that the Republican party expects to 
be in power after 1944; another that civil service 
procedures are less rigid due to the expansion of the 
federal service due to the war and are not considered 
adequate to protect the service against political ap- 
pointments; another is the hard fact that patronage 
is a deep rooted part of our political system. 
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